DATE: 


TO: 


FROM: 


SUBJECT: 



The attached appropriation request from Philip Morris u.S.A. 
requests approval of $71 million for the Delta project. 

Delta is a smoking article designed as an alternative to the 
conventional cigarette; it is based on the principle of 
drawing heated air over a tobacco flavor chamber - as 
contrasted with burning tobacco as is the case with a 
conventional cigarette. This product will compete with the 
recently announced Reynolds smoking article. 

The funds requested will enable us to establish a production 
facility capable of producing 1.5 billion cigarettes per 
annum - or approximately 1/4 of 1% of the U.S. market. The 
facility planned will enable us to produce Delta type 
cigarettes in quantities sufficient for test marketing and 
also, and very importantly, gain experience in producing 
these new smoking articles. 


It is believed that expansion beyond the 1.5 billion annual 
production level could be accomplished in a reasonably short 
period should market conditions require this. 

The project is not without risk as consumer demand! for this 
new type of smoking article has yet to be determined. Of the 
funds requested, some $29.4 million will be required for 
conventional cigarette making and packing equipment and 
$3.3 million for the purchase of a facility to assemble the 
product. If the new smoking article is not successful in the 
marketplace, the making and packing equipment could be used 
elsewhere in our cigarette manufacturing operations and the 
building could be sold. We are, therefore, putting some 
$38.3 million at risk, but it is believed that, by doingi so, 
we will ensure that we will have the ability to compete in 
what could become a new segment of the U.S. cigarette market. 
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I recommend this appropriation request for approval by the 
Office of the Chairman and the Board of Directors. 


cc: R. Ni. Beane 

D. Fried 

E. Houminer 
R. C. Lowes 
J. Mowrer 

Ji. A. Murphy 

F. E. Resnik 
P. L. Smith 
H. G. Storr 


Source: https://www.industrydocuments.ucsf.edu/docs/mzgmOOOO 


2020349350 




